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SECRETARY OF STATE
SECURITIES DIVISION
STATE OF MISSISSIPPI
IN THE MATTER QF: ADMINISTRATIVE PROCEEDING
NUMBER ©5-03-03

STRATTON OAKMONT. INC.

1978 Marcus Avenue
Lake Success, New York 11042-1002

DANIEL MARK PORUSH
President
Stratton Qakment, Inc.

1972 Marcus Avenue
Lake Success, New York 11042-1002

CON T ORDER

The Sacurities Division of the Office of the Secretary of State of Mississippi
(“Division”), having the power to administer and provide for the Mississippi Securities
Act, Miss. Code Ann. § 76-71-101 gf geq. (Supp. 1991) (the “Act”), and Stratton
Oakment, Inc. (“Stratton Oakmont’) do hereby enter into this Consent Order (“Order*) in
settlement of the above-capticned matier. Stratton Oakmont, under the terms of this
Order and solely for the purpases of these praceedings and without admitting or
denying the allegations set forth herein or in Exhibits A and B attached hereto, hereby
consents to the [ssuance and execution of this Order.

WHEREAS, in consideration thereof, Strattan Oakmont and the Division have
agreed and stipulated to the following:

1 The Division entered a Summary Suspension and Notice of Intent to
Revoke Registration and Impose Administrative Penalty (“Initial Notice")
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on March 6, 1885. A copy is attached as Exhibit A,

2, The Division entered an Amended Summary Suspension and Notice of
Intent to Revoke Registration and Impose Administrative Penalty
("Amended Notice”) on August 14, 1995. A copy is attached ag Exhibit B.

cE Within fifteen (15) days of execution of this Order, Stratton Qakment will
make an offer of rescission with respect to the transactions listed on
Exhibit C. The offer of resclssion shall remain open for thirty (30) days
after receipt of notice by the customner in the form and means as provided
in paragraph 14 of this Qrder.

4. Stratton Qakmont will provide the Division with & list of customers who
traded in the unregistered securities no later than fifteen (15) days from
the date of this Order. If the Division and Stratton Qakmont agree that a
transaction with a customer residing in Mississippi at the time of the sale
that is not covered in the preceding paragraph is a violation of the
registration requirements of the Act, Stratton Ogkmont will rescind the
transaction as provided in paragraph 3 of this Qrder.

5. If the Division and Stratton Oskmont do not agree that & transaction is a
violation of the Act as described in paragraph 4 above, the claimed
vialation will be resclved under the seftlement process set forth in
paragraph B or paragraph 9, as apprapriate.

6. Within fifteen (15) days of the execution of this Order, Stratton Oakmont
will offer to rescind any sale, not already rescinded in accordance with
Mississlppl law, made by Stratton Qakmont after March 6, 1685, to a
cusfomer residing in Mississippi at the time of the transaction, This offer
of rescigsion will be made to all such customers whether or not such
customer is named in the Amended Notice, The offer of rescisgion shall
remain open for thirty (30) days after notica o the customer in the form
and means as provided in paragraph 14.

7. Stratton Oakmont has deposited $200,000 in an escrow account with
Trustmark National Bank, for the purpose of paying Mississippi invesiors
for rescission offers made by Stratton Oakmont under paragraphs 3-6. It
is the intant of the parties that thess funde will be used to pay Mississippi
investors and that such funds should not be considered an asset of
Stratton Qakmant. Iif this initial daposit of $200,000 is depleted before all
regcigsion offers have baen paid, Stratton Qakmont will place, within five
(5) days, additional funds equal to the amount necessary to satisfy all
rescisgions that have not been satisfied and which may be offered under



LEGAL DEPT.. ID:5163586545 OCT 19'95S 16:03 No.0DS P.04
10-18-1995 11:26 PAGE 3/8 WatkinsLudlamStennis

paragraphs 3 - 6 based on alleged violations of the registration
requirements of the Act. The amount necessary to satisfy all rescission
offers will be determined by deducting the purchase price paid for the
security from the price at which the security was sold, or if the security
has not been sold, the price of the security on the date that notice is
mailed pursuant to paragraph 14, plus interest as get forth in Section 75-
71-717 of the Act. Thereafter, Stration Oakmont will cantinue to place
funds in the escrow account on the same basis until the rescissions are
completed. After payment or expiration of all rescission offers In
paragraphs 3 - 6 ebove, remaining funds in the escrow account will be
retumed to Stratton Oakmont.

8. Claims involving allegations of unauthorized transactions, Including those
set forth in Count 6 of the Amended Notice, will ba resalved pursuant to
an agreement between the National Association of Securities Dealers
("NASD") and Stratton Oakment setting forth a mediation/arbitration
process (the “NASD Agreement’), if the following conditions are met:

A.  Stratton OQskmont enters into the NASD Agreement within thirty
(30) days of execution of this Order;

B. The Division approves of the process set forth in the NASD
Agreement, which approval shall not be unreasonably withheld;

C.  The NASD Agreemsnt provides for all claims by Mississippi
residents to be resolved In proceedings held in Mississippi;

D. The parties select the Mediator/Arbitrator from a list approved by
the NASD and the Division;

E. The Division has the opportunity 1o present infermation end
documentation to the parties;

F. The NASD Agreement provides for an escrow account which
requires Stratton Oakmont to deposit into the escrow account a
sufficient amount to pay claims under this paragraph 8;

G.  Stratton Oakmont is required fo pay all costs and expenses of the
setllement process;

H. The settlement process will begin in 1885 and will be fully
completed within 60 to 80 days.
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Iif Stratton Oakmont does not enter into an agreement with the NASD
which complies with the conditions set forth in paragraph 8, claims of
unauthorized transactions, including those set forth in Count 6 of the
Amended Notice, will be resolved by an independent Special Master. The
Special Master will be selected by Stratton Qakmont from & list of four
candidates approved by the Division. The Special Master will be selected
and will proceed no later than forty-five {45) days from the date of this
Qrder in the manner provided below.

Stratton Oakrmont, the Division, and the customer may submit to the
Special Master all information they deem relavant ta tha validity of the
claim and helpful to the Special Mastar.

The Spacial Master will make determinations as to the validity of claims of
unauthorized transactions taking into consideration the factors attached
hareto as Exhibit . After datermination, the Special Master shall then
notify the customer, in the manner provided in paragraph 14, of the
proposed settliement amount, which shall be based on the customer's loss
on the unauthorized transaction. The settlement amount shall not include
punitive or other special damages. Such offer shall be open for thirty (30)
days from date of receipt of the offer by the customer. Stratton Qakmont
will establish an escrow account in the amount necaessary to rescind all
transactions relating to claims to be resclved pursuant to paragraph 9,
within forty-five (45) days from the date of this Order, with a minimum
deposit of $100,000, from which the Special Master may satisly any claim
found valid. The terms of the escrow account will be substantially the
game as terms of the escrow account referenced in paragraph 7. The
amount necessary to rescind all transactions relating to claims to be
resolved pursuant to paragraph © will be determined by deducting the
purchase price paid for the security from the price at which the security
wag sold, or if the security has not been sold, the price of the security on
the date that notice is mailed pursuant to paragraph 14, plus interest as
sat forth in Section 75-71-717 of the Act.

The Special Master shall resolve all claims in a timely manner after the
notice to customers required by paragraph 11. Funds remaining in the
escrow account after the resolution ¢f all claims and after payment of all
costs and expenses of the Special Master will be returned to Stratton
Oakmont.

As a condition of payment, any customer who accepts an offer of
rescission under paragraphs 3 - 8, who accepts payment through the
NASD Agreement settlement pracess under paragraph 8, or who accepts
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payments from the Special Master under paragraph 9, will release
Stratton Oakmont from further liability for the specific transaction
rescinded or satisfied. The customer will retain all rights as to any
transaction not specifically set forth in the release.

14,  Within fifteen (16) days of the execution of this Order, Stratton Qakmont
will notify all Mississippi residents with rights under this Order that the
partiss have settled cenain claims against Stratton Oakmont pursuant to
the terms and conditions stated herein. Such notification shall be
reviewed and approved by the Division and will include instructions for
filing & claim, a discussion of the release and its implications, and a
statement that the customer may call the Division's toll free number (1-
800-804-6364) for further information, with such number being spscifically
set forth. The natification shall be sent certified mail, return receipt, to the
last known address of the customer. Proof of sending this notification will
be provided to the Division by sending to the Division copies of each
netification sent within 10 days of mailing and by sending to the Division
copies of the return receipts within 10 days of receipt. In addition, the
Notice should spacify a contact person at Stratton Qakment for any
questions the customer may have. Any contact by a Migsissippi resident
concerning any provigion of this Qrder shall be taped by Stratton
Oakmont, and such tapes will be copied and provided to the Division no
later than seven (7) days from the date of the call. Stratton Qakmont
further agrees nat ta initiata any contact with the customers affected by
this Order, othar than as specifically set forth herain.

16.  Stration OQakmont hereby agrees to pay the Division, within thirty (30)
days from the date of this Order, $15,000 to defray part of its costs in this
matter, This amount will be made payable to the Mississippi Securities
Act Enforcement Fund. In addition, Stratton Qakmont agrees that the
Division will participate in any global settlement negotiated with the states
through the North American Securities Administrators Association Special
Project.

16.  Stratten Dakmont agrees to cooperale with the Divigion pn any inquiry or
investigation by the Division conceming current or past registered
representatives, officers, directors, or other employees by promptly
providing information and documentation as requested by the Division.

17.  Any other provision of this Qrder notwithstanding, this Order shall not
apply to claims by that have previously been gettled by litigation,
arbitration or pursuant to an agreement between Stratton Qakmont and
the customer, or to claims that are the subject of pending litigation ar
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Stratton Qakmont's broker-dealer license and Daniel M. Porush’s broker-
dealer agent license shall remain suspended for an indefinite period of

time, but the sugpension shall be reviewed quarterly by the Division and
shall be liftad when:

(A)

(B)

(E)

(F)

(G)

(H)

Strattan Oakmont has complied with all provisions of this Order;

The settlement processes described in this Order have been
completed:

Stratton Oakmont has paid $15,000 in costs to the Mississippl
Secretary of State as provided for in paragraph 15

In connection with a multi-state resclution of proceedings against
Stratton Oakmont, the firm has implemented and provided the
Division with evidence of procedures adsquats to address and
prevent violations of the type alleged in the Amended Notice, and,
if epplicable, has taken such other actions as may bhe required by
the multi-state settlemsnt;

Any and all proceedings by regulatory bodies, including but not
limitad to the Securities and Exchange Commiggion (*SEC"), the
New York Stock Exchange, the National Association of Securities

~ Dealers, Inc. or any state securities agency, have been settled or

otherwise resoclved;

Stratton Oakmant has demaonstrated to the Division, or to any
person dasignated by the Division, that the firm is fully and
completaly complying with state and fedsral books and records
regulations, has established a comprehenrsive compliance
program, andi i in complian¢e with the SEC proceeding and
injunction;

There have been no violatiens of the Act fram the date of this
Order, nor have any violations other than those alleged in the
Amended Notice been found by the Division; and

Stratton Oakmont has fully and completely cooperatad with the
Division concerning any inquiry pursuant to the Act.
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18.  The Division reserves the right to place restrictions on the license as
authorized by the Act.

This Crder is in resolution of the matters contained in the Initial Notice and the
Amended Notice. Stratton Oakmont heraby acknowledges and admits to the
jurisdiction of the Division as to all matters herein and acknowledges that the issuance
of this Order is solely for the purposes of dispesition of the Initial Notice and the

Amended Nctice.

The Division shall not allege cr consider any specified investor’s transacticn listed in
the Amended Notice, or any transaction settled pursuant to this Order, in any future
proceeding pertaining to the licensing of Stratton Oakmont as a broker-dealer in the
State of Mississippi. Howaver, ncthing in this Order shall preclude the Divisicn from
acting on any matters arising after the execution of this Order.
. M
AGREED and entered thisthe |1 day of October, 1995.

Dick Molpus
Secretary of State

ov: ko A ooty

Susan A. Shands
Assistant Secretary of State
Securities Division

///

Stratton Oakmant, Inc.
,'// -
BY: C i B o
- .,

= - -~
ndrew T. Greene, Esq.

Daniel Mark Porush
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Securities Division

Office of the Secretary of State
202 North Congress Street
Suite 601

Post Office Box 136

Jackson, Mississippi 38205
(601) 355-6364

BY: /éé/(// 4

Daniel Mark Porush, individually
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CONSENT TO ENTRY OF ORDER BY RESPONDENT

Stratton Oakment, inc. hereby acknowledges that it has been served with a copy
of this Order, has read the foregaing factual findings, conclusions of law and order, and
is aware of its right to a hearing in this matter, and has waived same.

Stratton Oakmont, Inc. admits the jurisdiction of the Divigion, neither admits nor
denies the factual findings and conclusions of law contained in the Order, and consents
to entry of this Order by the Secretary of State as settiement of the issues contained in
this Order.

Stratton Oakment, Inc. states that no promise of any kind cr nature whatsoever
was made to it to induce it to enter into this Order and that it has entered into this Order
voluntarily.

Andrew T. Greene, Esq., states that he is an officer of Stratton Oakmont, Inc.
and that, as such, has been authorized by Stratton Oakmant, Inc. to enter into this
Order for and on behalf cf Stratten Oakmont, Inc.

A
DATED, this the 11 day of October, 1995.

STRATTON OAKMONT INC.
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Dffice of Secretary of State
Jackson

I Dik Motpas, Focretany of Fiate of the State o
Mssissippi, do henoby contify lhat the within and attached s a true
aﬂd/amwwmfc%éy %/

Summary Suspension and
Notice of Intent to Revoke Registration
Entered in the Matter of
STRATTON OAKMONT INC
Administrative Proceeding Number 95-03-03

(&W@/g{jwamamm%/w/camdénﬁ{d%&e

.
Given. ander my hand and Seal of

éfézamm
th day of March, 1995




STATE OF MISSISSIPPI
SECRETARY OF STATE
SECURITIES DIVISION

IN THE MATTER OF: ADMINISTRATIVE PROCEEDING
NUMBER 95-03-03

STRATTON OAKMONT, INC.

1979 Marcus Avenue
Lake Success, New York 11042-1002

Respondent

SUMMARY SUSPENSION AND
NOTICE OF INTENT TO REVOKE REGISTRATION

I
NOTICE is hereby given that the Secretary of State, Securities Division (the
"Division"), intends to .revoke the broker-dealer registration of Stratton Oakmont, Inc.
("Respondent") pursuant to § 75-71-321(a)(2)(D) of the Mississippi Securities Act, Miss. Code
Ann. Section 75-71-101, et seq., (1972, as amended) (the "Act") and hereby issués the
summary suspension of Respondent’s broker-dealer registration in the State of Mississippi.
I
The United States Securities And Exchange Commission (the "Commission") on March
17, 1994 entered into an Order (the "Commission Order") with Respondent Stratton Oakmont,

Inc. In the Commission Order, the Commission found that Respondent and its representatives



wilfully violated Section 17(a) of the Securities Act of 1933 and Section 10(b) of the Exchange
Act of 1934 and Rule 10b-5 thereunder in that Stratton Oakmont, Inc., through its registered
representatives, engaged in fraudulent sales practices in the offer and sale of certain securities.

Pursuant to the Commission Order, an Independent Consultant was retained to review
Respondent’s operations and to formulate and recommend appropriate sales practices, policies
and procedures. The Report by the Independent Consultant was issued on August 18, 1994.
On December 19, 1994, Judge Joyce Hens Green of the United States District Court for the
District of Columbia issued a temporary restraining order ("TRO") in this matter requiring
Respondent to fully comply with the Commission Order before the TRO expired. On January
11, 1995, the Court issued a Preliminary Injunction ordering Respondent to implement the
recommendations of the Report and comply with the Commission Order. On March I, 1995,
the Court issued a Permanent Injunction restraining and enjoining Respondent from violating
the Commission Order.

11
With respect to the denial, suspension or revocation of registration, Section 75-71-321(a)

of the Act states:

The secretary of state may by order deny, suspend or revoke any registration if
the secretary of state finds (1) that the order is in the public interest and (2) that
the applicant or registrant . . .

(D) Is permanently or temporarily enjoined by any court of competent
jurisdiction from engaging in or continuing any conduct or practice involving
any aspect of the securities business.

The Respondent has been permanently enjoined by a court of competent jurisdiction

from engaging in and/or continuing certain conduct as set forth above concerning Respondent’s

[§]



securities business.

Iv
This Summary Suspension and Notice of Intent to Revoke Registration is issued in the
public interest and for the protection of investors consistent with the purpose of the Act.
A%
The Division reserves the right to amend this Summary Suspension and Notice of Intent
to Revoke Registration to allege additional violations.
\%!

IT IS THEREFORE ORDERED, pursuant to the authority set out in Section 75-71-

321(a)(2) of the Act, that the broker-dealer registration of Respondent Stratton Oakmont, Inc.

shall be immediately SUSPENDED and Respondent is ordered to cease any further activity

in, or originating from, the State of Mississippi in connection with the offer and/or sale of

securities.

BE ADVISED THAT, pursuant to Section 75-71-735 of the Act, a willful violation of

this Summary Suspension may be punishable upon conviction by a fine of not more than
twenty-five thousand dollars ($25,000) or five (5) years imprisonment, or both, in addition to
civil and administrative remedies available to the Division.

NOTICE is hereby given that the Respondents shall have thirty (30) days from the date
of receipt of this Summary Suspension and Notice of Intent to Revoke Registration to give
written notice requesting a hearing on the matters contained herein to Susan A. Shands,
Director of the Securities Division, Secretary of State, Post Office Box 136, 202 North

Congress Street, Suite 601, Jackson, Mississippi 39201. In the event such a hearing is



requested, the Respondents may appear, with or without the assistance of an attorney, on a date
and at a time and place to be specified and cross-examine witnesses, present testimony,
evidence and argument relating to the matters contained herein. In the event such written
notice is not received within said thirty (30) day period of time, a FINAL REVOCATION OF
REGISTRATION may be entered in this proceeding with no further notice.

Entered, this the (J;‘r“ day of March, 1995.

Dick Molpus
Secretary of State

BY: e (. slowdd

Susan A. Shands
Assistant Secretary of State
Securities Division

Securities Division % B ,

Secretary Of State =k, -
Post Office Box 136 AR i R
202 North Congress Street g

Suite 601 o e g
Jackson MS 39201 WL s
(601) 359-6364 T Wy N, B

b .
\\\\‘:\\;-.'.\.-‘“ pes
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Jackson

wndfawwwmfc@éy @/

Amended Summary Suspension and Notice of
Intent to Revoke Registration and
Impose Administrative Penalty
Entered in the Matter of
Stratton Oakmont, Inc. and Daniel Mark Porush
Amdinistrative Proceeding Number 95-03-03

%W/%Ww;mamawg/wwmf%a/ﬁw

gf/'z% wundex my hand and ygcz/c%]
Office this the

> 77%




STATE OF MISSISSIPPI
SECRETARY OF STATE
SECURITIES DIVISION

IN THE MATTER OF: ADMINISTRATIVE PROCEEDING
NUMBER 95-03-03

STRATTON OAKMONT, INC.
1979 Marcus Avenue
Lake Success, New York 11042-1002

DANIEL MARK PORUSH

President

Stratton Oakmont, Inc.

1979 Marcus Avenue

Lake Success, New York 11042-1002

Respondents

AMENDED SUMMARY SUSPENSION AND NOTICE OF INTENT
TO REVOKE REGISTRATION AND IMPOSE ADMINISTRATIVE PENALTY

I. PRELIMINARY STATEMENT
2 The Secretary of State, Securities Division (the “Division”), hereby amends its
Summary Suspension and Notice of Intent to Revoke Registration (“the Original Notice”),
Administrative Proceeding Number 95-03-03, issued March 6, 1995, in the matter of Stratton

Oakmont, Inc. (“Stratton” or “Respondent”) as provided for in Section V. of the Original Notice.
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II. JURISDICTION

The Division is charged with the administration of the Mississippi Securities Act,

Miss. Code Ann. § 75-71-101, et seq. (1972, as amended) (the “Act”) and the Rules promulgated

thereunder.

-

J.

Pursuant to § 75-71-707 of the Act, the Division has conducted an investigation into

the activities of the Respondents to determine if there has been or is about to be a violation of the

provision of the Act or the Rules promulgated thereunder. Section 75-71-707 of the Act provides:

4.

The secretary of state in his discretion (1) may make such public or private
investigations within or outside of this state as he deems necessary to determine
whether any person has violated or is about to violate any provision of this chapter
or any rule or order hereunder...

As aresult of the investigation conducted by the Division, this administrative action

is being brought pursuant to § 75-71-321 of the Act to revoke the agent and broker-dealer

registrations of the Respondents, which section provides in part:

5.

(a) The secretary of state may by order deny, suspend or revoke any registration if
the secretary of state finds (1) that the order is in the public interest and (2) that the
applicant or registrant in the case of a broker-dealer or investment adviser, any
partner, officer or director, any person occupying a similar status of performing
similar functions, or any person directly or indirectly controlling the broker-dealer
or investment adviser; . . . (B) Has wilfully violated or wilfully failed to comply with
any provision of this chapter or any rule or order under this chapter; . . . (D) Is
permanently or temporarily enjoined by any court of competent jurisdiction from
engaging in or continuing any conduct or practice involving any aspect of the
securities business; [or] . . . (F) Has engaged in dishonest or unethical practices in the
securities business . . . .

Section 75-71-701 of the Act provides that every applicant for registration under this

Act shall file with the Division, in such form as prescribed by rule, “an irrevocable consent

appointing the secretary of state or his successor in office to be his attorney to receive service of any

2



lawful process in any noncriminal suit, action or proceeding against him or his successor, executor
or administrator which arises under this chapter or any rule or order [thereunder] after the consent
has been filed, with the same force and validity as if served personally on the person filing the
consent.”

III. THE PARTIES

6. The Petitioner, Assistant Secretary of State and Director of the Division, Susan A.
Shands, is duly appointed by the Secretary of State for Mississippi under the provisions of § 75-71-
107 of the Act for the purpose of adniinistering the Act.

7. Upon information and belief, the Respondent Stratton Oakmont, Inc. is a New York
corporation located at 1979 Marcus Avenue, Lake Success, New York 11042-1002. The records of
the Division reveal that the Respondent Stratton has filed a consent to service of process in
accordance with the provisions of § 71-71-701 of the Act. A true and correct copy of the said
consent is attached hereto and incorporated herein by reference as Exhibit A.

8. Respondent Stratton is presently registered as a broker-dealer pursuant to § 71-71-
301 of the Act. Stratton has been registered since February 14, 1990.

9. Respondent Daniel Mark Porush is President and Director of Respondent Stratton.
Respondent Porush is currently and has been a broker-dealer agent registered with the Division

under § 75-71-301 of the Act since April 5, 1990.

IV. APPLICABLE LAW

10. Section 75-71-105 states as follows:

(a) [An agent is] any individual other than a broker-dealer who represents a

=
2



broker-dealer or issuer in effecting or attempting to effect purchases or sales
of securities.

(b) ‘[b]roker-dealer’ means any person engaged in the business of effecting
transactions in securities for the account of others or for his own account.

L. A “security” is defined in § 75-71-105(1) of the Securities Act as:

any note; stock; treasury stock; bond; debenture; evidence of indebtedness; certificate
of interest or participation in any profit-sharing agreement; collateral-trust certificate;
preorganization certificate or subscription; transferable share; investment contract;
voting-trust certificate; certificate of deposit for a security; certificate of interest or
participation in an oil, gas or mining title or lease or in payments out of production
under such a title or lease; interest in a limited partnership; or, in general, any interest
or instrument commonly known as a ‘security,’” or any certificate of interest or
participation in, temporary or interim certificate for, receipt for, guarantee of, or
warrant or right to subscribe to or purchase, any of the foregoing.

12. With respect to the denial, suspension or revocation of registration, § 75-71-321(a)

of the Act states:

The secretary of state may by order deny, suspend or revoke any registration if the
secretary of state finds (1) that the order is in the public interest and (2) that the
applicant or registrant . .. (B) Has wilfully violated or wilfully failed to comply with
any provision of this chapter or any rule or order under this chapter; . . . (D) Is
permanently or temporarily enjoined by any court of competent jurisdiction from
engaging in or continuing any conduct or practice involving any aspect of the
securities business; [or] ... (F) Has engaged in dishonest or unethical practices in
the securities business . . . .

13.  Section 75-71-715 of the Act authorizes the imposition of administrative penalties:

Whenever it appears to the Secretary of State that any person has engaged or is about
to engage in any act or practice constituting a violation of any provision of this
chapter or any rule or order hereunder, he may, in his discretion, seek any or all of
the following remedies . . .

(2)(a) Issue an order in the case of an issuer of registered securities, broker-dealer,
. imposing an administrative penalty up to a maximum of Twenty-five
Thousand Dollars ($25,000) for each offense and each violation shall be
considered as a separate offense in a single proceeding or a series of related
proceedings; to be paid to the Secretary of State and requiring reimbursement

4



to the Secretary of State for all costs and expenses incurred in the
investigation of the violation(s) and in the institution of administrative
proceedings, if any, as a result thereof . . . .

14. Pursuant to § 75-71-115 of the Act, it is unlawful to make false or misleading

1

statements to the Division:

It is unlawful for any person to make or cause to be made, in any document filed with
the Secretary of State or in any proceeding under this chapter, any statement which
is, at the time and in the light of the circumstances under which it is made, false or
misleading in any material respect.

L3 Registration of broker-dealers and/or agents is required pursuant to § 75-71-301 of

the Act, which states

... it is unlawful for any person to transact business in this state as a broker-dealer
or agent unless he is registered under this chapter. ... it is unlawful for any broker-
dealer or issuer to employ an agent unless the agent is registered. The registration
of an agent is not effective during any period when he is not associated with a
particular broker-dealer registered under this chapter or a particular issuer. When an
agent begins or terminates a connection with a broker-dealer or issuer, or begins or
terminates those activities which make him an agent, the agent as well as the broker-
dealer or issuer shall promptly notify the Secretary of State.

16. Securities cannot be offered or sold in this state without a valid registration with the
Division or an applicable exemption from registration pursuant to § 75-71-401, which states
. it is unlawful for any person to offer or sell any security in the State of
Mississippi unless (1) it is registered under this chapter or (2) the security or
transaction is exempted under Article 3 of this chapter.

17. Section 75-71-207 states as follows:

In any proceeding under this chapter, the burden of proving an exemption or an
exception from a definition is upon the person claiming it.

18. Section 75-71-501 provides the following:

It is unlawful for any person, in connection with the offer, sale or purchase of any
security, directly or indirectly, . . . (3) To engage in any act, practice or course of



business which operates or would operate as a fraud or deceit upon any person.

19. Section 75-71-735 of the Act provides as follows:
Any person who wilfully violates any provision of this chapter, . . . or who wilfully
violates any rule or order under this chapter, or who wilfully violates section 75-71-
115 knowing the statement made to be false or misleading in any material respect,
shall upon conviction be fined not more than twenty-five thousand dollars
($25,000.00) or imprisoned not more than five (5) years, or both . ..

20. Mississippi Securities Act Rule 507, requires notification by a broker-dealer

whenever information contained in any application or amendment for registration changes in a

material way. These changes include the following:

G) The naming of a broker/dealer, principal, officer, and/or agent as a defendant
or respondent in one or more of the following instances . . .

3) Administrative allegations involving a security or any aspect of the
securities business, or any activity alleging a breach of a fiduciary
trust, or fraud;

4) Arbitration proceedings with allegations involving a security or any

aspect of the securities business, or any activity alleging a breach of
fiduciary trust, or fraud,

5) Any proceeding in which an adverse decision could result in:
a) A denial, suspension or revocation, or the equivalent of those
terms, of a license, permit, registration or charter;
b) [TThe imposition of a fine or other penalty; or

c) An expulsion or bar from membership in an association or
organization.
21. Broker-dealers and agents are required to observe high standards of commercial honor

and just and equitable principles of trade in the conduct of their business pursuant to Mississippi

Securities Act Rule 523. That rule provides, in part:

Each broker/dealer and agent shall observe high standards of commercial honor and
just and equitable principles of trade in the conduct of their business. Acts and
practices, including but not limited to the following, are considered contrary to such
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standards and may constitute grounds for denial, suspension or revocation of
registration, imposition of fines, or such other action authorized by statute.

A) Broker/Dealers

1) Causing any unreasonable delays in the placement of orders,
execution of orders, and/or the delivery of securities purchased by
any of its customers . . .

4) Executing a transaction on behalf of a customer without authorization
to do so;
5) Marking any order tickets or confirmations as unsolicited when in

fact the transaction is solicited;
22. Mississippi Securities Act Rule 515 requires broker/dealers to keep and maintain

current records sufficient to provide an audit trail:

Every broker/dealer registered in this State shall make and keep current such records
as are appropriate for said broker/dealer’s course of business and are sufficient to
provide an audit trail of all business transactions by said broker/dealer, . . .

V. COUNT ONE - UNREGISTERED TRANSACTIONS

23. Paragraphs 1 hrough 22 are incorporated and made a part hereof as if more fully set
forth herein.
24. Section 75-71-401 of the Act provides that all securities offered or sold in

Mississippi must be either registered or exempted under Chapter 71 of the Mississippi Securities Act
(§§ 75-71-101 et seq.)

25, On or about August 4, 1994, Respondent Stratton offered and sold M. H. Meyerson
& Co. to a client in this state, James T. Sides. M. H. Meyerson & Co. is a “security” as defined in
§ 75-71-105(1) of the Act. At the time of the transaction, the securities were not registered with the
Division, as evidenced by the Certificate of Non-Registration attached hereto as Exhibit B.
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26.  Onor about August 5, 1994, Respondent Stratton offered and sold M. H. Meyerson
& Co. to a client in this state, James T. Sides. M. H. Meyerson & Co. is a “security” as defined in
§ 75-71-105(1). At the time of the transaction, the securities were not registered with the Division,
as evidenced by the Certificate of Non-Registration attached hereto as Exhibit B.

27. On or about April 5, 1994, Respondent Stratton offered and sold M. H. Meyerson &
Co. to a client in this state, Thomas Smithhart. M. H. Meyerson & Co. is a “security”” as defined in
§ 75-71-105(1). At the time of the transaction, the securities were not registered with the Division,
as evidenced by the Certificate of Non-Registration attached hereto as Exhibit B.

28. On or about March 17, 1994, Respondent Stratton offered and sold Octagon Inc. to
a client in this state, James Sides. Octagon Inc. is a “security” as defined in § 75-71-105(1). At the
time of the transaction, the securities were not registered with the Division, as evidenced by the
Certificate of Non-Registration attached hereto as Exhibit C.

29. On or about December 21, 1993, Respondent Stratton offered and sold Steve Madden
Ltd. to a client in this state, William Hancock. Steve Madden Ltd. is a “security” as defined in § 75-
71-105(1). At the time of the transaction, the securities were not registered with the Division, as
evidenced by the Certificate of Non-Registration attached hereto as Exhibit D.

30 On or about December 13, 1993, Respondent Stratton offered and sold 4,000 shares
and 300 units of Steve Madden Ltd. to a client in this state, Stephen Ridge. Steve Madden Ltd. is
a “security” as defined in § 75-71-105(1). At the time of the transaction, the securities were not
registered with the Division, as evidenced by the Certificate of Non-Registration attached hereto as
Exhibit D.

31. On or about December 31, 1993, Respondent Stratton sold 3,450 shares of Steve
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Madden Ltd. from the account of a client in this state, Stephen Ridge. Steve Madden Ltd. 1s a
“security” as defined in § 75-71-105(1). At the time of the transaction, the securities were not
registered with the Division, as evidenced by the Certificate of Non-Registration attached hereto as
Exhibit D.

32. On or about January 19, 1994, Respondent Stratton offered and sold 400 units and
3,500 shares of M. H. Meyerson & Co. to a client in this state, Stephen Ridge. M.H. Meyerson &
Co. is a “security” as defined in § 75-71-105(1). At the time of the transaction, the securities were
not registered with the Division, as evidenced by the Certificate of Non-Registration attached hereto
as Exhibit B.

33. On or about March 2, 1994, Respondent Stratton sold 400 units and 3,500 shares of
M. H. Meyerson & Co. from the account of Stephen Ridge, a resident of this state. M. H. Meyerson
& Co. is a “security” as defined in § 75-71-105(1) of the Act. At the time of the transaction, the
securities were not registered with the Division, as evidenced by the Certificate of Non-Registration
attached hereto as Exhibit B.

34. On or about March 2, 1994, Respondent Stratton offered and sold 3,800 shares of
Octagon Inc. to a client in this state, Stephen Ridge. Octagon Inc. is a “security” as defined in § 75-
71-105(1) of the Act. At the time of the transaction, the securities were not registered with the
Division, as evidenced bjr the Certificate of Non-Registration attached hereto as Exhibit C.

35. On or about August 18, 1994, Respondent Stratton offered and sold 10,000 shares
and 500 units of Select Media Communications Inc. to a client in this state, Billy Wiseman. Select
Media Communications Inc. is a “security” as defined in § 75-71-105(1). At the time of the
transaction, the securities were not registered with the Division, as evidenced by the Certificate of
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Non-Registration attached hereto as Exhibit E.

36. On or about August 18, 1994, Respondent Stratton offered and sold 4,000 shares, 300
units, and 2,000 shares of Select Media Communications Inc. to a client in this state, James Sides.
Select Media Communications Inc. is a “security” as defined in § 75-71-105(1). At the time of the
transaction, the securities were not registered with the Division, as evidenced by the Certificate of
Non-Registration attached hereto as Exhibit E.

37 On or about November 30, 1994, Respondent Stratton offered and sold Select Media
Communications Inc. to a client in this state, Hugh Statum. Select Media Communications Inc. is
a “security” as defined in § 75-71-105(1). At the time of the transaction, the securities were not
registered with the Division, as evidenced by the Certificate of Non-Registration attached hereto as
Exhibit E.

38. On or about September 20, 1994, and on or about October 13, 1994, Respondent
Stratton offered and sold Select Media Communications Inc. to a client in this state, Steven Lipson.
Select Media Communications Inc. is a “security” as defined in § 75-71-105(1). At the time of the
transaction, the securities were not registered with the Division, as evidenced by the Certificate of
Non-Registration attached hereto as Exhibit E.

39. On or about October 20, 1994, Respondent Stratton offered and sold Solomon Page
Group Ltd. to a client in this state, Billy Wiseman. Solomon Page Group Ltd. is a “security” as
defined in § 75-71-105(1). At the time of the transaction, the securities were not registered with the
Division, as evidenced by the Certificate of Non-Registration attached hereto as Exhibit F.

40. By engaging in the conduct described above, Respondents wilfully violated or
wilfully failed to comply with § 75-71-401 of the Act by offering and/or selling securities that were
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neither registered nor exempted from registration with the Division, which constitutes a basis for the
suspension and/or revocation of the registrations of Respondents Stratton and Porush pursuant to

§ 75-71-321(a)(2)(B) and/or (F) of the Act.

VI. COUNT TWO- MARKING TICKETS “UNSOLICITED”

41. Paragraphs 1 through 22 are incorporated and made a part hereof as if more fully set
forth herein.

42. Mississippi Securities Act Rule 523(A)(5) makes it unlawful to mark an order ticket
or confirmation as unsolicited when the transaction is in fact solicited.

43. A confirmation from Respondent Stratton to clients in this state, Robert S. Jacobs &
Jimmie R. Jacobs, for the sale of Producers Entertainment Group, Ltd. with a settlement date of
March 3, 1992, is marked as “unsolicited.” This trade was solicited from that client by an agent of
Respondent Stratton, George Greco.

44, A confirmation from Respondent Straﬁon to a client in this state, Thomas G.
Smithhart, for the sale of M. H. Meyers_on & Co. with a settlement date of July 12, 1994, is marked
as “unsolicited order.” This trade was solicited from that client by an agent of Respondent Stratton.

45. A confirmation from Respondent Stratton to a client in this state, Thomas G.
Smithhart, for the sale of SMT Health Services Inc. with a settlement date of September 9, 1993, is
marked as “unsolicited.” This trade was solicited from that client by an agent of Respondent
Stratton, Jeffrey R. Wood.

46. By engaging in the conduct described above, Respondents wilfully violated or
wilfully failed to comply with Mississippi Securities Act Rule 523(A)(S) by marking confirmations
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as being “unsolicited” when in fact the transactions were solicited, which constitutes a basis for the
suspension and/or revocation of the registrations of Respondents Stratton and Porush pursuant to

§ 75-71-321(a)(2)(B) and/or (F) of the Act.

VII. COUNT THREE - INACCURATE BOOKS AND RECORDS

47. Paragraphs 1ﬁthr0ugh 22 are incorporated and made a part hereof as if more fully set
forth herein.

48. All registered broker-dealers are required to make and keep current “such records as
are appropriate for said broker/dealer’s course of business and are sufficient to provide an audit trail
of all business transactions by said broker/dealer,” pl:lrsuant to Mississippi Securities Act Rule 515.
Implicit within the books and records requirement is the fact that they should be current and
accurate; otherwise an audit trail cannot be maintained.

49, On or about June 27, 1995, Respondent Stratton, by and through its agent Michael
Pugliese, effected transactions concerning shares of J. B. Oxford Holdings, Inc. and Diagnostic
Imaging Services Inc. on behalf of a (Elient, Anthony Haueisen. As of that date, Respondent Stratton
still reflected an address of 5147 Meadowbrook Road, Jackson, Mississippi 39211, for Anthony
Haueisen even though the client had moved to Ohio.

50.  On numerous occasions during the time period of April 1994 until on or about
October 1994, Respondent Stratton listed 8818 on confirmations as a designated number for the
agent of Billy Wiseman, a Mississippi resident and client of Respondent Stratton. J. B. Oxford &
Company, the clearing firm for Respondent Stratton, has no record of this number belonging to an

agent for Respondent Stratton.



51. On the confirmation for the purchase of 1,000 shares of Computer Marketplace Inc.
with a trade date of March 4, 1994, on behalf of Michael E. Dunlap, a Mississippi resident,
Respondent Stratton listed 8825 as the designated number for the agent. J. B. Oxford & Company,
the clearing firm for Respondent Stratton, has no record of this number belonging to an agent for
Respondent Stratton.

52, On the confirmation for the sale of 100 shares of Dr. Pepper 7UP Companies Inc.
with a trade date of October 27, 1994, and on the confirmation for the purchase of 3,000 shares of
Master Glazier’s Karate International Inc. with a trade date of November 4, 1994, for the account
of Donald Allen, a Mississippi resident, Respondent Stratton listed 8835 as the designated number
for the agent. J. B. Oxford & Company, the clearing firm for Respondent Stratton, has no record of
this number belonging to an agent for Respondent Stratton.

53. On the confirmation for the purchase of 1,100 shares of Computer Marketplace Inc.
with a trade date of July 5, 1994, and on the confirmation for the sale of 600 shares of M. H.
Meyerson & Co. with a trade date of July 5, 1994, for the account of Thomas Smithhart, a
Mississippi resident, Respondent Stratton listed 8887 as the designated number for the agent. J. B.
Oxford & Company, the clearing ﬁrrn for Respondent Stratton, has no record of this number
belonging to an agent for Respondent Stratton.

54. On the confirmation for the purchase and sale of 200 shares of Dr. Pepper 7UP
Companies Inc. with trade dates of March 31, 1994, and April 7, 1994, for the account of Robert C.
Wilkerson, III, a Mississippi resident, Respondent Stratton listed 8434 as the designated number for
the agent. J. B. Oxford & Company, the clearing firm for Respondent Stratton, has no record of this
number belonging to an agent for Respondent Stratton.
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On or about December 13, 1993, Kenneth James Fuina, an agent of Respondent
Stratton, told Stephen Ridge, a resident of this state, to open a second Stratton customer account with
a Georgia address because certain securities being offered for sale by Stratton were not registered
in this state. Transactions were effected on behalf of Mississippi resident Stephen Ridge using this
Georgia address in the securities of Steve Madden Ltd., Computer Marketplace, and M.H. Meyerson.

56. David Michael Beall, an agent of Respondent Stratton, attempted to get Michael
Edwin Dunlap, a resident of this state, to open a second Stratton customer account with a Florida
address because certain securities that Respondent Stratton wished to offer to Mr. Dunlap were not
registered for sale in this state. Mr. Dunlap never opened the account with the Florida address
although Stratton requested that he do so on several occasions.

57. On or about August 18, 1994, Paul Meltzer, an agent of Respondent Stratton, told
James T. Sides, a resident of this state, to open a second Stratton customer account with a Georgia
address because certain securities being offered for sale by Stratton were not registered in this state.
Transactions were effected on behalf of Mississippi resident James T. Sides using this Georgia
address in the securities of Select Media Communications and Octagon, Inc.

58. The use of inaccurate addresses on the books and records of Respondent Stratton is
a violation of Mississippi Securities Act Rule 515 in that a sufficient audit trail has not been
maintained. Furthermore, failure to have accurate agent numbers on confirmations is a violation of
Mississippi Securities Act Rule 515 in that a sufficient audit trail has not been maintained.

59, By engaging in the conduct described above, Respondents wilfully violated or
wilfully failed to comply with Mississippi Securities Act Rule 515 by having inaccurate books and
records, which constitutes a basis for the suspension and/or revocation of the registrations of
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Respondents Stratton and Porush pursuant to § 75-71-321(a)(2)(B) and/or (F) of the Act.

VIII. - COUNT FOUR - FAILURE TO DISCLOSE

60. Paragraphs 1 through 22 are incorporated and made a part hereof as if more fully set
forth herein.

61. Pursuant to Mississippi Securities Act Rule 507, registered broker-dealers and/or
agents are required to notify the Division within thirty (30) days of any material changes to
information already on file. One of the enumerated material changes is the naming of the broker-
dealer, or any of its principals, officers, or agents in an administrative action or arbitration
proceeding with allegations “involving a security or any aspect of the securities business.”

62. On or about August 22, 1991, MCH Transportation Co., a corporation located in
Mississippi, filed an arbitration action, Case No. 91-03695, against Respondent Stratton, with the
National Association of Securities Dealers, Inc. (“NASD”). This action has not been disclosed by
the Respondents to the Division.

63. On or about February 25, 1992, Deward G. Fountain, a resident of this state, filed an
arbitration action, Case No. 92-00687, against Respondent Stratton, with the National Assopiation
of Securities Dealers, Inc. (“NASD”). This action has not been disclosed by the Respondents to the
Division.

64. On or about December 15, 1992, Ron Lott, a resident of this state, filed an arbitration
action, Case No. 92-02490, against Respondents Stratton and Porush, with the NASD. This action
has not been disclosed by the Respondents to the Division.

65. On or about July 13, 1994, the NASD filed Complaint No. C10940044 against
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Respondent Stratton for violations of the NASD Rules of Fair Practice. This action has not been
disclosed by the Respondents to the Division.

66. On or about April 12, 1994, the state of Maryland issued an Order to Show Cause and
Summary Suspension against Respondent Stratton. A consent order was entered into on or about
April 20, 1994. These actions have not been disclosed by the Respondents to the Division.

67. On or about March 23, 1993, the state of New Jersey issued a complaint against
Respondent Stratton to revoke its broker-dealer registration and Respondent Porush to revoke his
agent registration. This action has not been disclosed by the Respondents to the Division.

68. On or about April 12, 1995, the state of Vermont issued a Notice of Intent to Revoke
Broker-Dealer Registration against Respondent Stratton. This action has not been disclosed by the
Respondents to the Division.

69. On or about April 20, 1995, the state of South Carolina issued an administrative
notice against Respondent Stratton to revoke its registration in that state. On or about May 23, 1995,
the state of South Carolina summarily suspended Respondent Stratton’s broker-dealer registration
in that state. These actions have not been disclosed by the Respondents to the Division.

70. On or about April 26, 1995, the NASD filed Complaint No. CIO950032.against
Respondent Stratton for violations of the NASD Rules of Fair Practice and By-Laws. This action
has not been disclosed by the Respondents to the Division.

71. On or about May 2, 1995, the state of Pennsylvania issued an Order to Show Cause
against Respondent Stratton to deny, suspend or revoke its broker-dealer registration in that state.
This action has not been disclosed by the Respondents to the Division.

72, On or about May 12, 1995, the state of Massachusetts issued an administrative
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complaint against Respondent Stratton to revoke its broker-dealer registration in that state. This
action has not been disclosed by the Respondents to the Division.

73. On or about June 19, 1995, the state of Georgia issued an Order of Suspension of
Respondent Stratton’s broker-dealer registration in that state. An Order of Reinstatement and
Conditional Registration was entered on July 12, 1995. These actions have not been disclosed by
the Respondents to the Division.

74. By engaging in the conduct described above, Respondents wilfully violated or
wilfully failed to comply with Mississippi Securities Act Rule 507 by failing to disclose within the
prescribed time period the above-described arbitrations and state administrative actions, which
constitutes a basis for the suspension and/or revocation of the registrations of Respondents Stratton

and Porush pursuant to § 75-71-321(a)(2)(B) and/or (F) of the Act.

IX. COUNT FIVE - MISLEADING FILINGS

75 Paragraphs 1 through 22 are incorporated and made a part hereof as if more fully set
forth herein.

76. Section 75-71-115 makes it unlawful for any person to make or cause to be made in
any document filed with the Division any material statement which is false or misleading “at the
time and in the light of the circumstances under which it is made.”

. On or about April 14, 1995, a document request list was hand delivered to
Respondent Stratton, by and through its President, Respondent Porush, and its attorneys. This

request included the following:
A copy of any and all complaints filed by Mississippi residents against the firm
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and/or any agents from February 14, 1990 until present. A statement of the current
status of each complaint should accompany this list.

78. The Division reiterated the request on May 2, 1995, May 8, 1995, May 25, 1995, and
July 12, 1995. Partial responses were received by Respondent Stratton, by and through its attorneys,
on May 18, 1995, July 14, 1995, July 18, 1995, and July 25, 1995. In all of the responses by
Respondent Stratton, by and through its attorneys, the only name given in response to that question
was E.B. McNeely. That name was given in the July 14, 1995 letter from Watkins Ludlam &
Stennis, Respondent Stratton’s attorneys, which states, *. . . Stratton Oakmont has now responded
to all applicable items in your March 27, 1995 and April 14, 1995 requests.”

79. By letter dated July 5, 1991, James Allen High, Jr., a Mississippi resident and client
of Respondent Stratton, complained to Peter Kirschner at Respondent Stratton’s offices in Lake
Success, New York, about losses and requested closure of his account. This letter has not been
provided to the Division by Respondent Stratton.

80. By letter dated August 3, 1992, Earl H. Fayard, Jr., a Mississippi resident and client
of Respondent Stratton, complained to Bear, Stearns Securities Corporation about the unauthorized
trading by an agent of Respondent Stratton. William Nunziato from Respondent Stratton’s
Compliance Department responded to Mr. Fayard’s letter on August 5, 1992. By letter dated August
10, 1992, Barbara Feigelman, Vice President of Client Services for Bear, Stearns Securities
Corporation, responded to Mr. Fayard’s letter by explaining that their firm only provides “clearance
services on a fully disclosed basis” for Respondent Stratton. In that letter, Ms. Feigelman stated that
Mr. Fayard’s letter was forwarded to William Nunziato at Respondent Stratton for review and reply.

By letter dated February 22, 1993, and addressed to the Compliance Officer of Respondent Stratton,
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Mr. Fayard again complained about the unauthorized trading in his account. These letters have not
been provided to the Division by Respondent Stratton.

81. By letter dated April 19, 1994, Jimmy Harold Jones, a Mississippi resident and client
of Respondent Stratton, complained about unauthorized trading to Jordon Shama at Respondent
Stratton’s Lake Success address. By letter dated January 25, 1995, Mr. Jones complained again
about unauthorized trading to Pat Hayes at Respondent Stratton. These letters have not been
provided to the Division by Respondent Stratton.

82. By engaging in the conduct described above, Respondents wilfully violated or
wilfully failed to comply with § 75-71-115 of the Act by making false or misleading filings with the
Division by not being responsive to the Division’s request for complaints by Mississippi residents
and by stating that all complaints had been submitted to the Division when in fact that was not the
case, which constitutes a basis for the suspension and/or revocation of the registrations of

Respondents Stratton and Porush pursuant to § 75-71-321(a)(2)(B) and/or (F) of the Act.

X. COUNT SIX - UNAUTHORIZED TRANSACTIONS AND OPENING OF ACCOUNTS

83. Paragraphs 1 through 22 are incorporated and made a part hereof as if more fully set
forth herein.

84. Mississippi Securities Act Rule 523(A)(4) provides that executing transactions on
behalf of a client or opening accounts without authorization is grounds for denial, suspension or
revocation of registration.

85. On or about June 14, 1991, Ezra Farbiarz, an agent of Respondent Stratton, purchased
2,500 shares of Ventura Entertainment Group Ltd. on behalf of Ron Lott, a resident of this state,
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without authorization.

86. On or about March 7, 1995, David Markel, an agent of Respondent Stratton,
purchased shares of Time Warner on behalf of Allen Edward Crosthwait, a resident of this state,
without authorization. Even though Mr. Crosthwait had never authorized the trade or even the
opening of an account, Mr. Crosthwait received a packet in the mail with a confirmation of this
trade. This trade was canceled at some point by Respondent Stratton.

87. On or about November 5, 1991, Michael Craig Straus, an agent of Respondent
Stratton, purchased shares of Visual Equities on behalf of Earl H. Fayard, a resident of this state,
without authorization.

88. On or about November 5, 1991, Michael Craig Straus, an agent of Respondent
Stratton, sold shares of Licon International Inc. from the account of Earl H. Fayard, a resident of
this state, without authorization.

89. On or about September 11, 1992, William John Mooney, an agent of Respondent
Stratton, sold all shares of Licon International Inc. for the account of Charles M. Merkel, a resident
of this state, without authorization. The Stratton agent only had authorization to sell a limited
number of shares of the stock for that client.

90. On or about September 11, 1992, William John Mooney, an agent of Respondent
Stratton, purchased more shares of PDK Labs, Inc. for the account of Charles M. Merkel, a resident
of this state, than he had authorization to purchase. At that same time, Mr. Mooney without Mr.
Merkel’s authorization, sold all of the shares of Licon International Inc. in Mr. Merkel’s account.
Mr. Mooney only had authorization to sell a limited number of the Licon International Inc. shares.
When Mr. Merkel discovered what had happened, he ordered Mr. Mooney and his associate at
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Respondent Stratton to sell shares of PDK Labs, Inc. to repurchase the shares of Licon International
Inc. Respondent Stratton, by and through its agent Mr. Mooney and his associate, failed to follow
Mr. Merkel’s instructions.

91. On or about January 4, 1995, Lance Jason Rosen, an agent of Respondent Stratton,
purchased 100 shares of Dr. Pepper for the account of James Smith, Jr., a resident of this state,
without authorization. When solicited for the purchase of securities, Mr. Smith requested more
information about the securities. On or about January 4, 1995, Mr. Rosen called Mr. Smith and told
him that $2,000 was owed for the stock purchased. This stock purchase was without Mr. Smith’s
authorization. Mr. Rosen also told Mr. Smith that if the amount due was not paid, it would go on
Mr. Smith’s credit report.

92. On or about April 16, 1993, Jeffrey Ross Wood, an agent of Respondent Stratton,
purchased 500 shares of Licon International Inc. on behalf of Thomas G. Smithhart, a resident of this
state, without authorization.

93. On or about April 16, 1993, Jeffrey Wood, an agent of Respondent Stratton,
purchased shares of Licon International Inc. without authorization for the account of Thomas G.
Smithhart, a resident of this state. Mr. Smithhart kept the Licon shares in his account. On or about
August 31, 1993, Mr. Smithhart agreed to purchase additional shares of Licon International Inc. with
the proceeds of the sale of SMT Health Services Inc. Agent Wood, contrary to Mr. Smithhart’s
instructions, purchased more shares than he was authorized to purchase. As a result, Mr. Smithhart
suffered a loss when shares of Licon had to be sold.

94, On or about August 11, 1994, Matthew Bloom, an agent of Respondent Stratton, sold
IDM Environmental Corp. warrants from the account of Billy Wiseman, a resident of this state,
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without authorization.

95. On or about February 14, 1995, Joseph Teseo, an agent of Respondent Stratton,
purchased 500 shares of DualStar Technologies Corp. on behalf of Donald Everett Allen, a resident
of this state, without authorization.

96. On or about January 30, 1995, James Garofalo and/or George Patsis, agents of
Respondent Stratton, sold shares of United Leisure Corp from the account of William Anderson
Thomas, Jr., a resident of this state, without authorization.

97. On or about January 30, 1995, James Garofalo and/or George Patsis, agents of
Respondent Stratton, sold 2,000 shares of Select Media Communications, Inc. from the account of
William Anderson Thomas, Jr., a resident of this state, without authorization.

98. On or about January 30, 1995, James Garofalo and/or George Patsis, agents of
Respondent Stratton, purchased 20,000 shares of Master Glazier’s Karate International Inc. on behalf
of William Anderson Thomas, Jr. without authorization.

99. On or about September 19, 1991, Howard Scott Gelfand, an agent of Respondent
Stratton, sold 500 shares of lowa Beef Processors from the account of Deward G. Fountain, a
resident of this state, without authorization.

100. On or about September 19, 1991, Howard Scott Gelfand, an agent of Respondent
Stratton, sold 1,000 shares of IPS Healthcare, Inc. from the account of Deward G. Fountain, a
resident of this state, without authorization.

101.  On or about September 19, 1991, Howard Scott Gelfand, an agent of Respondent
Stratton, purchased 2,000 shares of Licon International Inc. on behalf of Deward G. Fountain, a

resident of this state, without authorization.
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102.  Onor about September 3, 1992, Paul Joseph Greco, an agent of Respondent Stratton,
purchased 1000 shares of PDK Labs, Inc. on behalf of Jimmy Harold Jones, a resident of this state,
without authorization.

103.  Onor about September 9, 1992, Paul Joseph Greco, an agent of Respondent Stratton,
purchased 1000 shares of PDK Labs, Inc. on behalf of Jimmy Harold Jones, a resident of this state,
without authorization.

104. On or about September 18, 1992, Paul Joseph Greco, an agent of Respondent
Stratton, purchased 1000 shares of PDK Labs, Inc. on behalf of Jimmy Harold Jones, a resident of
this state, without authorization.

105. On or about September 30, 1992, Paul Joseph Greco, an agent of Respondent
Stratton, purchased 5000 shares of Healthcare Imaging Services Inc. on behalf of Jimmy Harold
Jones, a resident of this state, without authorization.

106. On or about November 9, 1992, Richard L. Karp, an agent of Respondent Stratton,
purchased 1000 shares of PDK Labs, Inc. on behalf of Jimmy Harold Jones, a resident of this state,
without authorization.

107. On or about November 18, 1992, Jordan Shamah, an agent of Respondent Stratton,
sold 5000 shares of Healthcare Imaging Services Inc. from the account of Jimmy Harold Jones, a
resident of this state, without authorization.

108. On or about November 18, 1992, Jordan Shamah, an agent of Respondent Stratton,
sold 2000 shares of PDK Labs, Inc. from the account of Jimmy Harold Jones, a resident of this state,
without authorization.

109. On or about December 3, 1992, Jordan Shamah, an agent of Respondent Stratton,
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purchased 8,000 shares Healthcare Imaging Services Inc. on behalf of Jimmy Harold Jones, a
resident of this state, without authorization.

110. On or about December 21, 1992, Jordan Shamah, an agent of Respondent Stratton,
purchased 17,000 Healthcare Imaging Services Inc. warrants on behalf of Jimmy Harold Jones, a
resident of this state, without authorization.

111.  Onor about December 21, 1992, Jordan Shamah, an agent of Respondent Stratton,
sold 8,000 shares Healthcare Imaging Services Inc. on behalf of Jimmy Harold Jones, a resident of
this state, without authorization.

112.  Onor about January 14, 1993, Jordan Shamah, an agent of Respondent Stratton, sold
17,000 Healthcare Imaging Services Inc. warrants for the account of Jimmy Harold Jones, a resident
of this state, without authorization.

113. F. V. Clark, a resident of this state, is listed on the records of Respondent Stratton’s
clearing firm, J. B. Oxford & Company, as having an account with Respondent Stratton when in fact
Mr. Clark never authorized the opening of an account.

114. Charles Cuevas and Edie Cuevas, residents of this state, are listed on the records of
Respondent Stratton’s clearing firm, J. B. Oxford & Company, as having an account with
Respondent Stratton when in fact Mr. Cuevas never authorized the opening of an account.

115. Hilton Lee, a resident of this state, is listed on the records of Respondent Stratton’s
clearing firm, J. B. Oxford & Company, as having an account with Respondent Stratton when in fact
Mr. Lee never authorized the opening of an account.

116. William Haskell McCann, a resident of this state, is listed on the records of
Respondent Stratton’s clearing firm, J. B. Oxford & Company, as having an account with
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Respondent Stratton when in fact Mr. McCann never authorized the opening of an account.

117. Raymond Oltremari, a resident of this state, is listed on the records of Respondent
Stratton’s clearing firm, J. B. Oxford & Company, as having an account with Respondent Stratton
when in fact Mr. Oltremari never authorized the opening of an account.

118. By engaging in the conduct described above, Respondents wilfully violated or
wilfully failed to comply with Mississippi Securities Act Rule 523(A)(4) by executing transactions
on behalf of a clients and opening accounts without authorization to do so, which constitutes a basis
for the suspension and/or revocation of the registrations of Respondents Stratton and Porush

pursuant to § 75-71-321(a)(2)(B) and/or (F) of the Act.

XI. COUNT SEVEN - PERMANENT INJUNCTION
119.  Paragraphs 1 through 22 are incorporated and made a part hereof as if more fully set
forth herein. | |
120.  The United States Securities And Exchange Commission (the "Commission") on
March 17, 1994 entered into an Order (the "Commission Order") with Respondents Stratton and
Porush. In the Commission Order, the Commission found that Respondent and its representatives
wilfully violated Section 17(a) of the Securities Act of 1933 and Section 10(b) of the Exchange Act
of 1934 and Rule 10b-5 thereunder in that Respondent Stratton., by and through its registered
representatives, engaged in fraudulent sales practices in the offer and sale of certain securities.
121.  Pursuant to the Commission Order, an Independent Consultant was retained to review
Respondent Stratton’s operations and to formulate and recommend appropriate sales practices,
policies and procedures. The Report by the Independent Consultant was issued on August 18, 1994.
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On December 19, 1994, Judge Joyce Hens Green of the United States District Court for the District
of Columbia issued a temporary restraining order ("TRO") in this matter requiring Respondent to
fully comply with the Commission Order before the TRO expired. On January 11, 1995, the Court
issued a Preliminary Injunction ordering Respondent to implement the recommendations of the
Report and comply with the Commission Order. On February 28, 1995, the Court issued a
Permanent Injunction restraining and enjoining Respondent Stratton and “its officers, agents,
servants, employees, attorneys, and those persons in active concert or participation with it” from
violating the Commission Order. On or about May 11, 1995, Judge Green denied Respondent
Stratton’s Motion to Vacate or Modify the Permanent Injunction.

122.  The Respondents are permanently enjoined by a court of competent jurisdiction from
engaging in and/or continuing certain conduct as set forth above concerning Respondent Stratton’s
securities business, which constitutes a basis for suspension and/or revocation pursuant to § 75-71-

321(a)(2)(D) of the Mississippi Securities Act.

XII. COUNT EIGHT - TRADING AFTER SUSPENSION

123.  Paragraphs 1 through 22 are incorporated and made a part hereof as if more fully set
forth herein.

124. Pursuant to the authority granted in § 75-71-325, the Division issued a Summary
Suspension on March 6, 1995. This Summary Suspension ordered Respondent Stratton to “cease
any further activity in, or originating from, the State of Mississippi in connection with the offer
and/or sale of securities.”

125.  On or about March 14, 1995, Respondent Stratton, by and through its agent, Stephen
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Stuart, sold to a client in this state, Richard Vaden, shares of Care Group.

126.  On or about March 14, 1995, Respondent Stratton, by and through its agent, Ashish
Shrivastava, sold to clients in this state, Charles H. Griner and Brenda M. Griner, shares of Care
Group.

127.  On or about March 14, 1995, Respondent Stratton, by and through its agent, Stephen
Stuart, sold to clients in this state, Edwin Randolph Noble, Jr. and Jena G. Noble, shares of Care
Group.

128. On or about March 22, 1995, Respondent Stratton, by and through its agent, Paul
Howard Meltzer and/or Jason Eliot Loeb, sold for a client in this state, Frank Yerger, 100 shares of
Nestle.

12‘;3?. On or about April 4, 1995, Respondent Stratton, by and through its agent, Joseph
Teseo, sold for a client in this state, Jim R. Linville, shares of IDM Environmental Corporation.

130. On or about April 27, 1995, Respondent Stratton, by and through its agent Paul
Howard Meltzer and/or Jason Eliot Loeb, sold for a client in this state, Meltoﬁ V. Broome, shares
of Quaker Oats Company.

131. By engaging in the conduct described above, Respondents wilfully violated or
wilfully failed to comply with an Order issued by the Division by executing transactions after its
broker-dealer registration was summarily suspended by the Division on March 6, 1995, which
constitutes a basis for revocation and/or suspension pursuant to § 75-71-321(a)(2)(B) and/or (F) of

the Act.



XIII. COUNT NINE - FRAUD

132.  Paragraphs 1 through 131 are incorporated and made a part hereof as if more fully
set forth herein.

133.  Section 75-71-501 of the Act makes it unlawful for any person, in connection with
the offer, sale or purchase of any securities to directly or indirectly “engage in any act, practice or
course of business which operates or would operate as a fraud or deceit upon any person.”

134. By engaging in the activities described above in this Amended Notice, Respondents
Stratton and Porush have engaged in acts, practices and/or a course of business which has operated
as a fraud or deceit upon the residents of this state.

135. Section 75-71-321(a)(2)(F) of the Act provides that by engaging in dishonest or
unethical practices in the securities business, the Division can deny, suspend, and/or revoke the
registrations of Respondents Stratton and Porush.

136. By engaging in the activities described above in this Amended Notice, Respondents
Stratton and Porush have engaged in dishonest and unethical practices, which provides a basis for

suspending and/or revoking their registrations.

XIV. CONCLUSIONS OF LAW
137. Paragraphs 1 through 136 are incorporated and made a part hereof as if more fully
set forth herein.
138.  This Amended Summary Suspension and Notice of Intent to Revoke Registration is
issued in the public interest and for the protection of investors consistent with the purpose of the Act.
139.  Wilfully violating or wilfully failing to comply with § 75-71-401 of the Act in
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offering and/or selling unregistered securities is grounds for suspension and/or revocation of broker-
dealer and/or agent registration pursuant to § 75-71-321(a)(2)(B) and/or (F) of the Act. By engaging
in the conduct described in Section V, Count One, Paragraphs 23 through 40 of this Notice,
Respondent Stratton and Respondent Porush, as President of Respondent Stratton, have engaged in
actions which constitute a basis for the suspension and/or revocation of their registrations.

140.  Wilfully violating or wilfully failing to comply with Mississippi Securities Act Rule
523(A)(5) by marking order tickets or confirmations as unsolicited when in fact the transaction is
solicited is grounds for suspension and/or revocation of broker-dealer and/or agent registration
pursuant to § 75-71-321(a)(2)(B) and/or (F) of the Act. By engaging in the conduct described in
Section VI, Count Two, Paragraphs 41 through 46 of this Notice, Respondent Stratton and
Respondent Porush, as President of Respondent Stratton, have engaged in actions which constitute
a basis for the suspension and/or revocation of their registrations.

141.  Wilfully violating or wilfully failing to comply with Mississippi Securities Act Rule
515 by not keeping accurate and appropriate books and records is grounds for suspension and/or
revocation of broker-dealer and/or agent registration pursuant to § 75-71-321(a)(2)(B) and/or (F) of
the Act. By engaging in the conduct described in Section VII, Count Three, Paragraphs 47 through
59 of this Notice, Respondent Stratton and Respondent Porush, as President of Respondent Stratton,
have engaged in actions which constitute a basis for the suspension and/or revocation of their
registrations.

142.  Wilfully violating or wilfully failing to comply with Mississippi Securities Act Rule
507 by not notifying the Division of material changes to the information on file is grounds for
suspension and/or revocation of broker-dealer and/or agent registration pursuant to § 75-71-
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321(a)(2)(B) and/or (F) of the Act. By engaging in the conduct described in Section VII, Count
Four, Paragraphs 60 through 74 of this Notice, Respondent Stratton and Respondent Porush, as
President of Respondent Stratton, have engaged in actions which constitute a basis for the
suspension and/or revocation of their registrations.

143.  Wilfully violating or wilfully failing to comply with § 75-71-115 of the Act by
making or causing to be made false or misleading filings with the Division is grounds for suspension
and/or revocation of broker-dealer and/or agent registration pursuant to § 75-71-321(a)(2)(B) and/or
(F) of the Act. By engaging in the conduct described in Section IX, Count Five, Paragraphs 75
through 82 of this Notice, Respondent Stratton and Respondent Porush, as President of Respondent
Stratton, have engaged in actions which constitute a basis for the suspension and/or revocation of
their registrations.

144.  Wilfully violating or wilfully failing to comply with Mississippi Securities Act Rule
523(A)(4) by executing transactions on behalf of a client or opening accounts without authorization
is grounds for suspension and/or revocation of broker-dealer and/or agent registration pursuant to
§ 75-71-321(a)(2)(B) and/or (F) of the Act. By engaging in the conduct described in Section X,
Count Six, Paragraphs 83 through 118 of this Notice, Respondent Stratton and Respondent Porush,
as President of Respondent Stratton, have engaged in actions which constitute a basis for the
suspension and/or revocation of their registrations.

145. Being permanently enjoined by a court of competent jurisdiction from engaging in
or continuing any conduct or practice involving any aspect of the securities business is grounds for
suspension and/or revocation of broker-dealer and/or agent registration pursuant to § 75-71-
321(a)(2)(D) of the Act. By being subject to a permanent injunction as described in Section XI,
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Count Seven, Paragraphs 119 through 122 of this Notice, Respondents Stratton and Porush have
engaged in actions which constitute a basis for the suspension and/or revocation of their
registrations.

146.  Wilfully violating or wilfully failing to comply with the Summary Suspension issued
by the Division on March 6, 1995, by executing transactions on behalf of residents of this state after
the date of the suspension is grounds for suspension and/or revocation of broker-dealer and/or agent
registration pursuant to § 75-71-321(a)(2)(B) and/or (F) of the Act. By engaging in the conduct
described in Section XII, Count Eight, Paragraphs 123 through 131 of this Notice, Respondent
Stratton and Respondent Porush, as President of Respondent Stratton, have engaged in actions which
constitute a basis for the suspension and/or revocation of their registrations.

147. Engaging in acts, practices and/or a course of business which has operated or will
operate as a fraud or deceit upon the residents of this state is grounds for suspension and/or
revocation of broker-dealer and/or agent registration pursuant to § 75-?1;32 i(a)(i)(B) and/or (F) of
the Act. By engaging in the activities described above in this Amended Notice, Respondents
Stratton and Porush have engaged in actions which constitute a basis for the suspension and/or

revocation of their registrations.

XV. RIGHT TO AMEND
148.  The Division reserves the right to amend this Amended Summary Suspension and

Notice of Intent to Revoke Registration to allege additional violations.
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XVI. NOTICE AND SUMMARY SUSPENSION

The Secretary of State, Securities Division issued a Summary Suspension and Notice of
Intent to Revoke Registration (“the Original Notice™) on March 6, 1995, in the matter of Stratton
Oakmont, Inc. By notice herein, the Division is amending the Original Notice to include additional
allegations. By notice herein, the Division is amending the Original Notice to request imposition
of an administrative penalty pusuant to § 75-71-715(2)(a) of up to a maximum of twenty-five
thousand dollars ($25,000) for each offense, in addition to the seeking of revocation of the
registrations of Respondents Stratton and Porush.

Respondent Stratton duly requested a hearing within the required thirty (30) day time period
from the date of the Original Notice. The hearing has been set for 9:00 a.m. on Wednesday,
September 13, 1995, at the offices of the Secretary of State, 202 North Congress Street, 6th Floor
Conference Room, Jackson, Mississippi, before the Honorable James O. Nelson II, the hearing
officer. Be advised that the hearing will include the information and allegations set forth in both
the Original Notice and this Amended Notice.

IT IS THEREFORE ORDERED, pursuant to the authority set outin § 75-71-321 of the
Act, that the broker-dealer registration of Respondent Stratton Oakmont, Inc. shall continqe to be

SUSPENDED and that Respondent Stratton is ordered to not transact any further activity in, or

originating from, the State of Mississippi in connection with the offer and/or sale of securities.

BE ADVISED THAT, pursuant to Section 75-71-735 of the Act, a willful violation of the

Original Notice and Summary Suspension and/or this Amended Notice and Summary Suspension

may be punishable upon conviction by a fine of not more than twenty-five thousand dollars



($25,000) or five (5) years imprisonment, or both, in addition to civil and administrative remedies

available to the Division.

: 4
Entered, this the 4 day of August, 1995.

Securities Division
Secretary Of State

Post Office Box 136

202 North Congress Street
Suite 601

Jackson MS 39201

(601) 359-6364

Dick Molpus
Secretary of State

Susan A. Shands
Assistant Secretary of State

Securities Division
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I WL ¢
PA1GE UNIFORM APPLICATION FOR BROKER-DEALER REGISTRATION /V/M

[E xacution Pagal
fravisaa 7/88)

Failure to keep this torm current and to flla accurate supplementary infarmation on a timely basis. or the failurs to ksep

WARNING:
accurate books and records or otherwisa lo comply with the provisions of law applying to the conduct of business as 3
broker-dealer would viclate the Federal sacurities laws and the laws of the Jurisdictions and may result in disciplinary, ag.

ministrative, injunctive or criminal actlon.
INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS.
e —

E APPLICATION D AMENDMENT FIRM CRD NO.:___ 18692

1. Exact name, principal business address, mailing address, if different, and telephene number of applicant:

8. IRS Empl. Ident. No.2 _ . .,
, %Uﬁiﬂts NiYISION

13-33729 N1 ED-

A. Full name of applicant (If sole proprietar, state last, first, and middle name)

Stratton Oakmont Inc.

C. MName under which business is conducted, if different: -
FEB1 193U
D. |f name of business is hereby amended, state previous name: - .
SECARETARY OF STATE
E. Firm main address:
1 Linden Place - Suite 206 Great Neck, New York =~ " 11023
(Numpes anad Sirest) tCity) S1aiel 1Zig Cage)

Mailing Address, if different:

F. Telephone NMumber:
(516) 829-1010 G. _Michael A, Valenoti

CONTACT EMPLOYEE

{Teiepnone Numpbar)

EXECUTION: For the purpose of complying with the laws of the State(s) designated in Item 2 relating to either the offer or sale of securities or

commadities, the undersigned and applicant hereby certify that the applicant is in compliance with applicable state surety bonding
requirements and irrevaocably appoint the administrator of each of those State(s) or such other person designated by law, and the
successors in such cffice, attorney for the appiicant in said State(s) upon whom may be served any notice, process, or pleading in
any action or proceeding against the applicant arising out of or in connection with the offer or sale of securities or commadities, or
out of the violation or alleged violation of the laws of thosa State(s), and the applicant hereby consents that any such action or pro-
ceedings against the applicant may be commenced in anr court of competent jurisdiction and proper venue within said State(s) by
sarvice of process upon said appointee with the same sffect as if applicant were a resident in said State(s) and had lawfully been

Yo sy

E £  served with process in said State(s).
gs 58 The applicant consents that service of any civil action brought by or notice of any proceeding before the Securities and Exchange
el Commission or any self-regulatory crganization in connection with the applicant’s broker-dealer activities, or of any application for
G :g gg a protective decree filed by the Securities Investor Protection Corporation, may be given by registered or certified mail or confirmed
<3383 telegram to the applicant’s contact employee at the main address, or mailing address if different, given in ltem 1 G.
<NQC= The undersigned, being first duly sworn, depases and says that he has executed this form on behalf of and with the authority of said
(SR 653 applicant. The undersigned and applicant represent that the information and statements contained herein including exhibits attached
ESZE hereto and other information filed herewith, all of which are made a part herecof, are current, true, and complete. The undersigned
<d E.g and applicant further represent that to the extent any information previously submitted is not amended, such information is currently
o 33 accurate and complete. T
S 3=
oE
3 § January 24,1990 , , // 4 —Stratton Oakmont Inc.
Date Name of Applicant
By ; President
Jor R. Bel for Signatura and Title
Subscribed And sworn before me this24 EN gay of _ January 1990 by E ALl e é‘ %
My commission expires _Sune 20, 19930 County of _QU€ENS State of New York

This page must always be completed in full with ariginal, manual signatures and notarization.
To amend, circle item(s) being amended.

DO NOT WRITE BELOW THIS LINE....FOR OFFICIAL USE ONLY




To amend, circle quesiion numbers amendsd and file wilh a compleled Executlon page (Pags 1).

[ = 5
FOHM BD Page 2 Applicant Name: __ S tXakton Oakmont Inc.

Date: _January 24, 1990  frimcrono.:18692

OFFICIAL USE

ully on Schedule D.
B SECURITIES & EXCHANGE COMMISSION

D

S ———
2. To be registered with the lollowing: (designate) ~ 1~ Inllial He?lslration. "2° Pending, "3~ Already Reglstered. If any license, registration
or membership listed hereln is of a restricted nature. explain

D Other (specily)

Complete Schedule C

- O O 0 @ O O 2

0 ASE BSE: CBOE CsE MSE NASD ) MNYSE PHLX PSE QOTHER (Spacily)

Y U U W 0 &8 6 &8 & & & O O
A AL AK AZ AR cA co cT DE oc FL GA 10
30 0 E0E e 0mg
D i | o N fa KS Ky La ME MD MA Mi MN M MO
: (] ] L] U & oW O G
% MT NE NV NH NJ MM MY NC ND OH oK oR PA
; 3 n O O O
o Al scC 5D ™ TX uT vT va wa, wv wi W FR
N

3. Date of lormation 1L 0/23/86 Applicant’s fiscal year ends _03-30 . Place of filing New York lor:
MMIDDIYY) {MM/DD)

Corporation - Complele Schedule A D Partnership - Complete Schedule 8 D Sole Proprietorship - Complete Schedule C

4. I applicant is a sole proprietor, state full residence address and soclal securily number.

Soclal Security Mo.:

[Number ang Sireat] ICity) (Statey

1Zip Codel

A. Dale of Succession

Namae:
IRS Empl. Ident. No.: Firm CRD No.:

SEC Flla Number:

5. Is applicant a successor lo a registered broker-dealer?
Il "yes,” explain on Schedule D..

Il “yes,” state:

B. Full name, IRS Empl. Ident. No.. SEC File No. and Firm CRD Ne. of predecessor broker-dealer.

YES

O

NO

B

6. A.

Does any person not named in ltem 1 or Schedules A. B or C. directly or indireclly through agreemenl or otherwise,
exercise or have the power lo exercise control gver the management or policies ol applican!? e W%

(It “yes.” stale on Schedule D |he exacl name ol each person (il individual, state last, lirst..and middle names) and
describe the agreement or ather basis through which such person exercises or has |he power lo exercise control.)

Is the business ol applicant wholly or parllally financed, directly or Indirectly. by any persan not named In ltem 1. or
Schedules A, B or C. In any manner olher than by: (1) a public ollering ol securities made pursuant lo the Securilies
Act of 1933: (2) credit extended In the ordinary course of business by suppllers, banks and others: or a salislactory
subordination agreement. as delined in Rule 15¢3.1 under Ihe Securlties Exchange Acl of 1934 (17 CFR §24015¢3-1)?

(Il "yes.” stale on Schedule D the exact name (last, lirst. middle) of each person and describe the agreement or
arrangement through which such linancing Is made available, indluding the amount fhereal)

YES

[

YES

UJ

NO



To amend, circle question numbers smended snd fite with » compleled Execullon page (Page 1),

:

FORM BD Page 3 Appticant Neme: OAKMONT SECURITIES INC.

MAR 2 9 1988 18692

Dote: Firm CRD MNo.:

e ——
OFFICIAL ysEg

7. Deflnitlons

e Control affiliate — An individual or firm that directly or indirectly controls, is under common control with, or

is controlled by the applicant. Included sre any employees identified In Schedules A.B or C of this form as exer-
cising control. Excluded are any employees who perform clerical, administrative, support or similar functions:

or who, regardless of title, perform no executive duties or have no senior policy making authority.

adviser, futures sponsor, bank, or savings and loan association).

ably to supervise another in doing an act.

{*no contest™) to:
(1) afelony or misdemeanor involving:
investment or an investment-related business,
fraud, false statements or omissions,
wrongful taking of property, or
bribery, forgery, counterfeiting or extortion? ..... e e e e e e e s sowsoae s

(2} any other felony? . . .. . ... e e e e e e e e e e e e e

. Has any court:

(1} In the past ten years enjoined the applicant or a control affiliate in connection with any investment-related
FEOVRYT oo o wowaowns on Sniln Sie ©0 B9 B TR 0% . SR e mmman g men gse sosmnds SRGTGR VB UEE

(2] ever found that the applicant or a control affiliate was involved in a violation of investment-related statutes
or regulations? . .. e e, GhE ERNREE SRR Ve O el

. Has the U.S. Securities and Exchange Commission or the Commodity Futures Trading Commission ever:

(1) found the applicant or a control affiliate 1o have made a false statement or OMission? .. ... ...........
(2) Tfound the applicant or a control affiliate to have been involved in a violation of its regulations or statues?

(3) found the applicant or a control affiliate to have been a cause of an investment-related business having its
authorization to do business denied, suspended, revoked, or restricted? .. .......... S WS ¢

(4] entered an order denying, suspending or revoking the applicant’s or a control affiliate’s registration or other-
wise disciplined it by restnctmg its activities? . . .. ...... AT SR R RN o BN R AR DY N i s

. Has any other Federal regulatory agency or any state regulatory agency:

(1) ever found the applicant or a control affiliate to have made a false statement or omission or been dishonest
unlair;or unethical? o on G 555 505 55 Ui sur soee me sowisnns sas e s acen ai sscEiE W DEIEE 86 63

(2) ever found the applicant or a control affiliate 1o have been involved in a violation of investment regu!atlons
orstatutes? . ... ... ... ... ..., e S S T K P ———— A

(3] ever found the applicant or & control affiliate to have been a cause of an investment-related business having
its authorization to do business denied, suspended, revoked, or restricted? . ..o v vt v e e n o n e

(4] in the past ten years entered an order against the applicant or a control affiliate in connection with invest:
ment-related activity? i ool on s sn 50 9h 68 SR TR e ded ¥ NS 055 VSR O SSEE W e

(5) ever denied, suspended, or revoked the applicant’s or a control affiliate’s registration or license, meve.nl_evd it
from associating with an investment-related business, or otherwise disciplined it by restricting its activities?

[6) ever ravaked ar tirtrandad the annlicant’t or a eontrol affiliate’s licents 3¢ an attornev or accountant? . . . ..

-9 _Investment or investment-related — Pertaining to securities, commodities, banking, Insurance, or real estate
" - (including, but not limited to, acting as or being associated with a broker- dealer investment company, investment

¢ Involved — Doing an act or siding, abetting, counseling, commanding, inducing, conspiring with or failing reason-

A. In the past ten years has the applicant or control affiliste been convicted of or pleaded guilty or nolo contendere
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To amend, clrcle question numbers amended and lle with a completed Exacution page (Page 1).

[ .
FORM BD Page 4 Applicant Name: Stratton Oakmont Inc.

cate: October 31, 1989 Firm CRD No.: 18692

QFFICIaL USE

E. Has any self-regulatory organization or commaodities exchange ever:

(1) found the applicant or a control affiliate to have made a false statement or emission? ., . ...
(2} found the applicant or a control affiliate to have been involved in aviolation of itsrules? . . . . .. ... .

(3) found the applicant or a control affiliate to have been the cause of an investment-related business having its
authorization to do business denied, suspended. revoked or TESLRICHEHT i wun o oo wimte B9 0% S0h 0 oo o

(4] disciplined the applicant or a control affiliate by expelling or suspending it from membership, by barring
or suspending its association with other members, or by otherwise restricting its activities? . _ . . ... ... ...

F. Has any foreign government, court, requlatory agency, or exchange ever entered an order against the applicant

oraconuol affiliate related to investments or fraud? . . .. ... .. .. .. ... . . .. .. . . "

G. Is the applicant or a control affiliate now the subject of any proceeding that could result in a “yes' answer to

Does the applicant have any unsatisfied judgments or liens 3Qainstit? . .. ... R

J. Has the applicant or a control affiliate of the applicant ever been a securities firm or a control affiliate of a securities

firm that has been declared bankrupt, had a trustee appointed under the Securities Investor Protection Act, or had a
direct payment procedure BRGUE o somonins vm v v wm o BH RE ST GEERE EE WG da. L L R e

ftem 7 Instructions
If a “yes” answer on Item 7 involves:

e the applicant broker-dealer, or an individual without a Form U-4 (individual registration) in the CRD,
give the details on Schedule D.

® an individual with a2 Form U-4 (individual registration) in the CRD, attach any necessary Form U-4
amendments to the Form BD. The CRD will update the Forms U-4 and BD.
Far each "yes"” to Item 7, give the following detalls of any court or regulatory action:
® the broker-dealer and individuals named, '
® the title and date of the action,
® the court or body taking the action, and
¢ adescription of the action.
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YES

[]

YES

L]

YES
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8. Does applicant:
A. Have any arrangement with any other person, firm or organization under which: YES NE
(1) Any of the accounts or records of applicant are kept or maintained by such person, firm, or o-ganization? E} D
(2) Such other person, firm or organization (other than 3 bank or satisfactory control location as defined in  YES NO
paragraph (c)] of Rule 15¢3-3 under the Securities Exchange Act of 18934, 17 CFR §240.15¢3-3) holds or E] D
maintains funds or securities of applicant or of any of its customers? . ... . ........... ... . ..
8. Have any arrangements with any other broker or dealer under which applicant refers or introduces customers to  YES KO
RCHBNEELTOREr OF GRBIEEE v 33 et in sy ss-somss om0 s 100 550 08 o gt Al e OARELE (D Q D
(1f _the answer to any gquestion of Item 8 is "'yes,” furnish as to each such arrangement the full name and principal
business address of the other person, firm, or organization, and the summary of each such arrangement on
Schedule D)
9 YES NO

- Does applicant control, is applicant contralled by, or is applicant under common control with, directly or indirectly,

any partnership, corporation, or ather organization engaged in the securities or investment advisory business? . . . . .

(1f “ves,"” state full name and principal business address of such partnership, corporation, or other organization and
describe the nature of control on Schedule D. See instructions for definition of control.)




?o amend, complele the schedule In full In accordance with the Instructions below and file wilh a compleled Executlon page (Page 1).

Schedule A of FORM BD

lrevised 4/87)

FOR CORPORATIONS

Date:

Applicant Name Stratton Qakmont_ Inc.

October 31,

1989

(Answers In response lo I1EM J of FORM BO )

2. Please complete for:
A. each Chief Executive Officer, Chief Financial of

securily of the applicant.

are not public reporting companies under Sections 12

B. partnerships, give their general partners or any
capital.

5|1arelaoldeg§, general partners, and 5%

5. Ownership codes are: NA - 0 up to 5% 8

A - 5% upto 10% C

6. Asterisk {*) names reporting a change in title, status,
new on this filing,

7. Check "Caontrol Person” column if person has "“control”
8. Applicants indicating an options business in Item 10 m
for their Compliance Registered Options Principal in the

ficer,

director, and individuals with similar status or functions,
B. every person who is directly, or indirectly through intermediaries,

3. If a3 person covered by 2(B) above owns applicant indirectly through intermediaries,
or 15(d) of the Securities Exchange Act of 1934 but are:

A. corporations, give their shareholders who own 5% or more of a class of equity security, or
limited special partners who have contributed 5% or more of the partnership

4. If the intermediary’s sharehalders or partners listed under 3 above are not individuals, ¢
limited or special partners until individuals are |
- 10% up to 25%
- 25% up to 50% E

1. This form requests information on the owners and executive officers of the applicant.

Chief Operations Officer, Chicf Le
and

OFFICIAL Use

L

Firm CAO No.: 18692

gal Officer, Chief Compliance Offic
the beneficial owner of 5% or more of any class of equi

list all intermediaries and below them, if th

ontinue up the chain of ownership listing their
isted.

D -50%upto75%
- 75% up to 100%

stock ownership, partnership interest, or control. Double asterisk (*") name

as defined in the instructions to this form.
ust enter "SROP"' for their Senior Registered Options Principal and “CROP

"Title or Status’’ column.

i - CAD Number or, | o
FULL NAME Begawmg T:rIE vagveéship (;ontrci il‘ ::r:e.er‘ = OU:.
Last First Middle P R Status s srson Socki Security Onl
* % '
RMS Network, Inc. 10 | 89 1 E £ =
e Directors 02
Belfort, Jordan R. 10 | 89 | President D X 1736122
xx Directors - 03
TﬁGreene, Kenneth g. 10 | 89 Secretary B X 1817872
Director 04
Hanna, Mark A. 10 |89 |s v.p. B X 1411777
R . Director 0s
Porush, Daniel M, 10 189 |g v.p. A X 1908854
% 08
Valenoti, Michael 2 10 189 f{coo,"cropt N/A | X 452200
. ; ' 07
Tiffert, Mathias v. .5 |88 |CFO,"sroP| N/A | x | 44g890
08
1-RMS Network In 10 5 hi >
, C. owns 0% of Btratton Qakmont Trec. theowhership of
10
Belfort, Greene, Hanna and Porugh is indirect via |[their|[1002 awnership of
RMS Network, Inc. N
17
List below the names reported in the most recent previous filing under this itern that are being deleted:
, FULL NAME Ending Date CRD Number or, il none,
Last First Middle Mo. Yr. Social Security Number
10 1 g9
10189
10 89




When amending Form BD, provide complete detall for the ltem(s) belng amended. File with a completed Executlon page (Page 7).

OFFICIAL Use
Schedule D of FORM BD
{revised 4/87) sy
Applicant Name: Stratton Oakmont Inc.
Date: October 31, 1989 Firm CRD No.: _ 18692 .

{Use this Schedule to report details of affirmative responses to questions on Form BOD.)

ltem ol Form !
. lgentity)

Answer

8A

8A
&
8B

7E

7G

&)
(2)

(2)

Applicant has entered into a clearing agreement with
Ameritrade, Inc. to act as its clearing agent to clear all
of the applicants transactions on a fully disclosed basis.
Ameritrade, Inc. is located at 119 South 19th Street, Omaha,

NE. 68102.

In September 1987, the NASD alleged a violation by the
firm of Hamilton, Grant & Company, Inc. ("HGNT") and its
financial principal, Mathias V. Tiffert ("MVT") of Article III,
Section 1 of the NASD's Rules of Fair Practice, in connection
with a June 1987 "best efforts" underwriting.

So as to avoid prolonged and costly proceedings, HGNT and
MVT agreed to follow the NASD's Acceptance, Waiver and Consent
("AWC") Procedure whereby both HGNT and MVT, without admitting
or denying the allegations, executed an AWC letter consenting
to the findings and the imposition of censures and a 51500
fine, (jointly and severally), as a final settlement of this

matter.

In connection with the extraordinary stock market decline
of October 17, 1987 two former clients of Mark A. Hanna have J
filed complaints against both his former employer L.F. Rothschild
& Co. Incorporated and himself (NASD complaints #88-0745 and
#88-03858).

Both clients alleged losses resulting from improper handling
of their margin accounts during that steep market decline.

Negotiations, in process, indicate that the total ultimate va
liability, if any, to Rothschild/Hanna on these matters would
not exceed $12,000.




fwodinEng,

feid quesuon aumbers amanded and file with a completed Exgcution page (Page 7).

FOHM BD Page 5 Applicant Name: __Oakmont Securities Inc_.

OFFICIAL Usg

(Do not answer

~YES”

unless previously answered “ves” to Question 13A.)

Data: June 14' 1988 . Firm CRO No.: 18692
10.Check types of business engaged in lor to be engaged in, il not vet activel by applicant. Do not check any
category which accounts for or is expected to account for less than 109% of annual revenue from the
securities or investment advisory business.
A. Exchange member engaged in exchange commission business .................ccoeeeo e EMC
8. Exchange member engaged in floor ACtiVIties ..........ocovevomvvoieerenereeeeo a EMF
C. Broker or dealer making inter-dealer markests in corporate securities aver-the-counter .......................... @ IDM
D. Broker or dealer retailing corporate securities OVEr-thE-COUMIBT ...ttt ieeie e e e e E BDR
E. Underwriter or selling group participant (corporate securities other than mutual funds) ...oooeevveneeeeinn UsG
S R R L S U LT R ————————— Ci MFU
Ge MUtUE] TUND FRLAIIEN 1iuusiiiiiisieicnsiiasnninee s esserses s snaese v st ssseese s s s esss s s s e st e ee e eeeseeeens EXJ— MFR
H. 1. U.S. government securities dealer .............cocvmuuurmmmunieeoneoerssesossoose oo d GsD
Sl S s T ————————— G GSB
L. MAUNICIDAI SHRUTIIER TRETEP. coussiussitiss 50550 snammmmmnsenosss sismamsamm e e s 0 S5t O MSD
il L RR————————— D MSB
K. Broker or dealer selling variable life insurance or AITORIES, s S e T 0 e mem s meine C] VLA
L. Solicitor of savings aNd 108N GEEOUNLS .....uiviuuiieiieeiiersresessesemsesnesssssseessseseeeeseeeeseeseseeseesesseneese “] ssL
M. Real estate syndicator .........cooiuiiumimiieiee e [:' RES
N. Broker or dealer selling oil and 938 INTEIESTS ittt e e :] 0GI
0. Put and call broker or dealer or option writer @ PCB
P. Broker or dealer selling securities of only one issuer or associated issuers (ather than mutual funds) ... U sia
Q. Broker or dealer selling securities of non-profit organizations le.g., churches. hospitals) ..., L] nrs
R. Investment advisory services " O a0
S. Broker or dealer selling tax shelters or limited PAFNErShIDS oottt D TAP
T- Other igive details 0n SCNETUIE D) .....ooueeueeeerreeeeenssaoesooees oo ] oTH ;
. YES NO
11.A. Dces applicant effect transactions in commodity futures, commodities or commodity options as a
broker for others or dealer for its own L e A G @ @
YES NO !
B. Does applicant engage in any other non-securities business? |
[If “yes.” describe each other business briefly on Schedule D.) ............cooueeeeereeeoooo D @ @ |
1
12 i ; . . - . . . YES NO !
: s anplicant applying for or continuing an existing registration solely as a government securities broker |
O TORIENL sttthommonreneomsrmsnsrosross o355 04455 o eeemonsmmsos seseem ottt HOKEE :] X__I @ ‘
13, Naotice of Government Securities Activities
A. Is applicant acting or intending to act as a government securities broker or dealer in addition to other YES NO
broker-dealer activities? .
00 not answer “YES™ if applicant answered “ves* to Question 12 ... - £J G
. ; . e YES
B. Is applicant ceasing its activities as a government securities broker or dealer? -
Jrx2 /)



Schedule E of FORM BD

revised 4/87) Applicant Name: __Oakmont Securities Inc,

Date: _June 26, 1989 Firm CRDNo.: 18692

Initial filings must report all business locations other than the main office. Amendments muys;

INSTRUCTIONS FOR SCHEDULE E:
» including zip code, are to be listed at all times.

include only those branch offices to be added or amended. Complete addresses

Use the following codes in the Nature of Change Column:
To request registration of a new branch office, enter “A"".
To report a branch office closing, enter *'B*.
To report a change of address list the old address immediately followed by the new address; enter
D" next to the new address.

To report a change in supervisor, enter ’S"",
Place one asterisk (") under the OSJ column to report designation of a branch as an office of supervisary jurisdiction.

Place a double asterisk (" *) under the OSJ column to eliminate designation of a branch as an office of supervisory jurisdiction.

“C"” next to the old address and

Complete Address Name and CRD Nao. Mature of Effective
of Branch Office of Supervisor 0sJ Change Date
2001 Marcus Avenue J
ordan R. Belf
ork * A 6/26/89

Room N216 CRD# 1736122
Lake Success, NY 11042




State of Mississippi

Office of the Secretary of State

Dick Molpus, Secretary of State
Jackson, Mississippi

I, Dick Molpus, Secretary of State of the State of
Mississippi, and as such the legal custodian of records
of registration of securities offered in the State of
Mississippi, required by the laws of Mississippi to be
filed in my office, do hereby certify that I have made a
diligent search in my office for the record and copy of:

any applications or registrations for
the securities of Meyerson (M.H.) &
Co., Inc.

and there cannot be found therein, or on file in my
office, any paper or record relating to any such filings.

Given under my hand and Seal of
Office this the

14th day of August, 1995

EXHIBIT B

SOs-1 3/1/93



State of Mississippi

Office of the Secretary of State

Dick Molpus, Secretary of State
Jackson, Mississippi

I, Dick Molpus, Secretary of State of the State of
Mississippi, and as such the legal custodian of records
of registration of securities offered in the State of
Mississippi, required by the laws of Mississippi to be
filed in my office, do hereby certify that I have made a
diligent search in my office for the record and copy of:

any applications or registrations for
the securities of Octagon Inc.

and there cannot be found therein, or on file in my
office, any paper or record relating to any such filings.

Given under my hand and Seal of
Office this the

1l4th day of August, 1985

EXHIBIT C

5051 3/1/93



B

State of Mississippi

Office of the Secretary of State

Dick Molpus, Secretary of State
Jackson, Mississippi

I, Dick Molpus, Secretary of State of the State of
Mississippi, and as such the legal custodian of records
of registration of securities offered in the State of
Mississippi, required by the laws of Mississippi to be
filed in my office, do hereby certify that I have made a
diligent search in my office for the record and copy of:

any applications or registrations for
the securities of Madden (Steven) LTD.

"and there cannot be found therein, or on file in my

office, any paper or record relating to any such filings.

Given under my hand and Seal of
Office this the

14th day of August, 1995

//-3 e ;f' / .
{\..____ _4{" ..u-»....—rg f ’-“E;"’ "Li—-'

EXHIBIT D

S0OS-1.3/1/93



State of Mississippi

Office of the Secretary of State

Dick Molpus, Secretary of State
Jackson, Mississippi

I, Dick Molpus, Secretary of State of the State of
Mississippi, and as such the legal custodian of records
of registration of securities offered in the State of
Mississippi, required by the laws of Mississippi to be
filed in my office, do hereby certify that I have made a
diligent search in my office for the record and copy of:

any applications or registrations for
the securities of Select Media Communi-
cations, Inc.

and there cannot be found therein, or on file in my
office, any paper or record relating to any such filings.

Given under my hand and Seal of
office this the

14th day of August, 1995

: 7 A’

ar

iy

EXHIBIT E

s0s-1 3/1/93



State of Mississippi

Office of the Secretary of State

Dick Molpus, Secretary of State
Jackson, Mississippi

I, Dick Molpus, Secretary of State of the State of
Mississippi, and as such the legal custodian of records
of registration of securities offered in the State of
Mississippi, required by the laws of Mississippli to be
filed in my office, do hereby certify that I have made a
diligent search in my office for the record and copy of:

any applications or registrations for
the securities of Solomon-Page Group,

Ltd.

and there cannot be found therein, or on file in my
office, any paper or record relating to any such filings.

Given under my hand and Seal of
Office this the

14th day of August, 1995

- 7 ”f’ 5
C D oo

£

EXHIBIT F

SOS-1 3/1/93



EXHIBIT C



WatkinsLudlamStennis

11-20-1995 9:486 PAGE 2/2
EXHIBIT C

CLIENT NAME ACCOUNT 8TOCK BUY DATE SHARES
8IDES 82-348330 OCTA 03/17/94 7,500
73-705980 SMTVU 08/25/9%4 300

73-705980 SMTV 08/25/94 4,000

73-705980 SMTV 08/26/94 2,000

WISEMAN 100-72256 SMTV 08/18/94 10,000
SMTVU 08/18/94 500

SOLPW 10/20/94 20,000

STATUM SMTV 12/07/94 2,000
LIPSON 8MTYV 09/20/94 2,000
SMTV 10/13/94 5,000

RIDGE 82-400820 OCTA 03/09/94 3,B00
864-40726 MHMY 01/26/94 3,500

864-40726 MHMYU 01/26/94 400

B64-20726 SHOO 12/20/93 4,000

864-40726 SHOOU 12/20/93 300

126293.1/07392.97894




EXHIBIT D



11-20-1995 9:47 PAGE 2/2 WatkinsLudlamStennis

EXHIBIT D

The Special Master shall consider the following factors in making determinations of the validity of
customer claims of unauthorized purchases by Stratton Oakmont, Inc. These factors shall be
construed liberally to assure that customers are treated fairly.

1. The facts and circumstances which gave rise to the claim;

2, Any relevant sales and marketing materials which refer or relate to the investment;

3. The customer’s age, financial status, sophistication, and investment objectives;

4, Any misrepresentations or omissions which may have been made in connection with the offer
or sale of the investment;

5. Any distributions received by the customer;
6. The residual value of the investment;

1. Any tax benefits received by the customer;
8. Any loss incurred by the customer;

9. Any other factors or circumstances which the Special Master in his/her discretion deems
relevant.

1270271407351 S7E94



